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PRESIDENT’S LETTER TO THE SHAREHOLDERS 


SS a ee ee a a 


The year saw success in many endeavours even though the 
economic climate was severely unfavourable. Profits were 
earned through the first half and all signs pointed to 
continuation of the trend. However, both International 
Systcoms Communications Division, in Montreal, and 
Ferritronics, in Richmond Hill, experienced a sudden fall-off 
in order rate in December which did not recover until March, 
too late for shipment in the fiscal year. During this recessive 
period the decision was made to retain key staffs and 
organization even though some of the earlier profits would be 
lost. This decision has proven correct in our ability to respond 
to the present high level of business in most of the Divisions. 
The full year in these two operations saw a small profit in 
Communications Division offset by a loss in Ferritronics 
contributing to a net loss in International Systcoms 
consolidated. The loss in R. H. Nichols has also been reflected 
into the earnings statement of International Systcoms. 


R. H. Nichols, not consolidated with International Systcoms, 
encountered an earlier fall-off of orders for delivery in the 
second half of the year causing a small ioss, a significant 
improvement over the past two years. 


During the year the company continued to expand its product 
strength. Two new models of mobile radios were introduced, 
and are contributing to the planned sales growth of the 


Communications Division in the current year. Ferritronics 
introduced a line of “active” filters, ensuring that it is prepared 
to respond to the changing demands of its customers. R. H. 
Nichols concluded a licensing agreement with Radiation Inc., 
acquiring manufacturing rights to their proven solid state 
supervisory system designed to modern standards. The 


Instrument Division of Nichols assumed the name Metermaster, 


and added to its scope by taking on eight new product line 
distributorships and by opening a modification centre for panel 
meters, unique in Canada. 


In May 1970, 1,360 second preference shares of R. H. Nichols 
(about 12% of the outstanding) were redeemed at par as 
required by the conditions attaching to the shares. 

In September 1970, 800,000 shares of International Systeome 
Treasury stock were sold at 50¢ a share to yield $400,000 for 
working capital. This placement is the one reported at the last 
Annual Meeting. 


If the economic climate of the electronics industry had not 
turned down so suddenly about mid-year, the company would 
have continued the early trend and would have reported its 
first combined profit in three years. The operations have now 
resumed that trend and are forecast to continue to improve 
during the current year. 


JOHN H. BALDWIN, President 


YOUR COMPANY — ITS DIVISIONS AND PRODUCTS eS eda | 


INTERNATIONAL SYSTCOMS LIMITED AND CONSOLIDATED SUBSIDIARIES 


— COMMUNICATIONS DIVISION . 2 


Manufacturing facilities in Montreal, P.Q., and Plattsburg, N.Y., 
produce Mobile radio telephones for public and private use — 
trunk mount and under-dash mount; VHF hand-held transceivers 
and Radio paging systems. 


Typical major customers: Bell Telephone of Canada, B.C. Tele-_ 
phone, Alberta Government Telephone, CN Telecommunica- 
tions. 


— FERRITRONICS LIMITED 


Located in the Toronto suburb of Richmond Hill, Ontario, Ferri- 
tronics’ plant is equipped with the most advanced production 
and test facilities to manufacture LC electronic components, 
filters, mixers and oscillators. 


New product line: Active Filters - a) 


Typical major customers: Raytheon, Quindar 
= Bo ee ee 
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R. H. NICHOLS CO. LIMITED (UNCONSOLIDATED WITH INTERNATIONAL SYSTCOMS) 


— SYSTEMS DIVISION 


Its plant in Downsview, Ontario, is Canada’s foremost suppli j i 

; ; pplier Typical major customers: Ontario Hydro, BC Hydro, Orenda 
of Supervisory Control and Telemetering systems for utilities Engines, United Aircraft, Government of Trinidad. 
and other industries. Products include Metering systems, Bat- 
tery chargers, Annunciators and Industrial instruments. 


— METERMASTER DIVISION 


This division distributes imported instruments and meters, pro- 
viding a complete service including sales, repair, and modifica- 
tion. Distributorships include products of: 


AVO Limited Jewell Inst. Inc. 

_ Record Instruments Ltd. International Instruments Inc. 
Evershed & Vignoles Ltd. Kipp & Zonen, GmbH 
Rustrak, Inc. Empro Inc. 

Sullivan Limited West Pyrometers, Inc. 
Triplett, Inc. Amprobe Inc. 


General Electric 


Repair & Modification Center 


INTERNATIONAL SYSTCOMS LIMITED AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEET AS AT APRIL 30, 1971 


ASSETS 
; 1971 1970 
Current assets $ $ 
Accounts receivable (note 2) | 5....s6.0csnac.cdonuiace arn o ote he ete ee ree ee 519,920 628,593 
Share ‘subscriptions ‘receivable: co. 55 oc Peace see reese eee ane 460,030 
Inventories — at the lower of cost or net realizable value (notes 2 and 3) 0.0.0.0... 717,437 709,195 
1,237,357 1,797,818 
Investment in and advances to 
R. H. Nichols Co. Limited (note.4)::<..2).4. hee ee eee 352,929 198,685 
Fixed assets 
Property, plant-and equipment'"— at :Cost..6.... 0c. mere ene een ne eee een nee 260,290 230,516 
Accumulated depreciation .:.5.<. ccc ec ue ti eee Te 100,872 75,894 
159,418 154,622 
Leasehold improvements — at cost less amortization 
(1971.— $22,066; .1970;)——:S14, 059) rs eee ee 21,451 26,905 
180,869 181,527 
Excess of cost of shares over net assets of consolidated subsidiaries..................... Renee es eat 106,108 - 106,108 
1,877,263 2,284,138 
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SIGNED ON BEHALF OF THE BOARD 


J. H. BALDWIN, Director 


F. V. REGAN, Director 


LIABILITIES 


1971 1970 
Current liabilities $ $ 
Bank advances — secured (note 2) 435,342 589,441 
Accounts payable and accrued liabilities =. 584,573 693,102 
Account payable to unconsolidated subsidiary ........ 6,384 21,905 
Loans from shareholders ............. 348,461 
Current portion of long-term debt 64,594 64,594 
1,090,893 Aw ese03 
Long-term debt 
(less current portion shown above) 
GOV TMmMeMmOlGAMACAL OAM Fics cfee.csecues ci cavquscters-cdin cos cecdzsuniveusoner cerasmwes 2,296 
8% loan from a shareholder, repayable in 
Squalimonmiyunstaiments of $5,000 plus interest ..........00...-cce-cheee coer cbecnvetesenctyeseuteedeatsheetnn st epee 80,000 140,000 
80,000 142,296 
| 1,170,893 1,859,799 
SHAREHOLDERS’ EQUITY 
Capital stock (note 5) 
Authorized — 
5,000 5% preferred shares of $100 par value, redeemable at par 
5,000,000 common shares of no par value 
Issued and fully paid — 
3,334,176 common shares (1970 — 2,525,676 shares) 3,900,774 3,496,524 
PULL 3S 4 ene Se A Mt ig ia, nn Ns nee vinced basins genrosurgd ial aay aM tes eee Ome Re RON "i (3,194,404) (3,072,185) 
706,370 424,339 
1,877,263 2,284,138 
AUDITORS’ REPORT TO THE SHAREHOLDERS Ritiec 


: : : aan idiari i lidated statements of earnings, deficit 
| sheet of International Systcoms Limited and subsidiaries as at April 30, 1971 and the conso é ; 
nd ia ae ee ens ata (or ma vest then ended. Our er amination included a general review of the accounting procedures and such tests of accounting records and 


ther supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at April 30, 1971 and the r 


esults of their operations and the source 


and use of their working capital for the year then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


CHARTERED ACCOUNTANTS 


INTERNATIONAL SYSTCOMS LIMITED AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF EARNINGS for the year ended April 30, 1971 


1971 1970 
$ $ 
SAMOS occ. ceccccssecessscnucevbedessunthspesdncsenstebsades toni esac hits sae) SUR ONSET Uae an en i ea 2,551,124 2,716,593 
Cost of sales oc cic iicicscciegist sscsevansosbing sates bticileap os an dha Dene age Bee eA ee gee 1,929,290 2,333,886 
Gross Profit. icc esc ahtab cape ie woikta tan 4s ea 270 AE Ee 621,834 382,707 
Engineering, selling and administrative ExpeEMSesS cece cee eect eeeeetecceeee 715,867 806,658 
Loss before extraordinary items... 52 ....po ere ce oes ere (94,033) (423,951) 
Extraordinary items 
Provision for warranties on prior. years: SaleSy site ee ee ee (52,520) 
Loss on sale of: shares’ of ani unconsolidated sSubsiciaiiyice ee mere eee ere (285,105) 
Reduction of advances to unconsolidated subsidiary to 
estimated -net realizable value. (mote‘4), -.2. hemes keene eee nee tee eee cee tree ene (28,186) (340,228) 
(28,186) (677,853) 
Net loss for the year (notes 6 and 7) veuctanbesen cise t Pag TASES me oo 1 sk ee (122,219) (1,101,804) 
Loss per share 
Loss before extraordinary items. <75cch soit en ee (.03) (.30) 
Extraordinary (tems .......cc.eccccscced aald te tose eae ee ee ee (.01) : (.49) 
Net loss. for the year 2o.ch sities cote ee ee ee me (.04) (.79) 
‘ 
: 
CONSOLIDATED STATEMENT OF DEFICIT for the year ended April 30, 1971 5 
1971 1970 
$ $ v: 
Balance — beginning of yea 530.0050 coca heres ste ee eee ee 3,072,185 ~ 1,880,030 4 
Net loss for the year *g..2. sui aesee bcd ate Oe eee NEE cea ee ee 122,219 


Excess of cost of shares over net assets 
of'a subsidiary which: is ‘ceasing :operationsn.a) scare ermiee eaten eee 


Balance — end of year 


; 
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| 
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3,194,404 
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1,101,804 bs 
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90,351 


3,072, 185 
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INTERNATIONAL SYSTCOMS LIMITED AND SUBSIDIARIES 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF WORKING CAPITAL 


for the year ended April 30, 1971 


Source of working capital 


Issue of capital stock ........ 


Sale of shares of Delta Electronics Limited 


Use of working capital 


Net loss for the year ........ 


SEs tutes (eater =} ayer stele foYe!abaletn\lefardlatvinietsielsicy ela "nial ain siara ve\n slininlatetaieTo!s|alainialniaatateleya\aia's alsa }s\F76. Aste isiescreisip nib lolatetevats (eta oeyatscPuie\s's/e aint afuiste a,c feleis ci s.= l=! ote 


Items not affecting working capital — 


Depreciation and 


Loss on sale of s 


GLI O TEL ZT O OY ea sen ae cee AST re i a eT eI ae Pier 


hares of an unconsolidated subsidiary 0.000.000... 


Reduction of advances to unconsolidated subsidiary to 


estimated ne 


Applied to operations ........ 


P-FEalizable Value eee ete se Se he NS ee preees 


Benavinemnonmaoverninent Of Canada loan cok oyccuid siisctecagman tees Meginskosyn cas eae naba Sheaaeuten taped nog eet 


Corentsportion of 8% loan from a shareholder 3 .o.. corset nhac cla penta yeas eA ter ge el 


Purchase of fixed assets .. 
Advances to R. H. Nichols 


Increase in working capital ...... 


Working capital (deficiency) — 


Working capital — end of year 


COR ite ee hee ee Te ce Oe eee EO 


beginning of: year cocci iiss Ae can deaay hacen nes Cone: Meh Merete ea 


197A 
$ 


404,250 


404,250 


122,219 


34,691 


28,186 


62,877 


59,342 

2,296 
60,000 
34,033 


182,430 


338,101 


66,149 
80,315 


146,464 


1970 
$ 


609,628 
1,070,625 
14,000 


1,694,253 


1,101,804 


33,096 
285,105 


340,228 


658,429 


443,375 
2,298 
60,000 
61,575 
448,750 


1,015,998 


678,255 
(597,940) 


80,315 


1. Principles of consolidation 


(a) The consolidated financial state- 
ments include the accounts of all sub- 
sidiaries with the exception of R. H. 
Nichols Co. Limited which have not been 
consolidated since this subsidiary has a 
dominant minority interest represented 
by preference shares. 

(b) The accounts of a foreign sub- 
sidiary have been converted into Cana- 
|dian funds at the approximate rate of ex- 
change in effect at April 30, 1971. 


2. Security for bank advances 


The bank advances of the company 
and its subsidiaries are secured by a 
pledge of book debts and inventories of 
those companies. 


3. Inventories 
Inventories are classified as follows: 


1971 1970 
$ $ 
Finished goods .......... 38,512 47,529 
Work in process ........ 297,999 322,071 
Raw materials ............ 380,926 339,595 
717,437 


4. Investment in and advances to 
R. H. Nichols Co. Limited 


The net loss of R. H. Nichols Co. 
Limited for the year ended April 30, 1971, 
which amounted to $28,186, has been 
accounted for by an increase in the pro- 
vision made by the company in arriving 
at the estimated realizable value of its 
investment in and advances to R. H. 
Nichols Co. Limited as follows: 


Cost Provision Net 

$ $ 

Shares ........ 37,163" 987,162 1 
Advances . 904,180 


551,252 352,928 


The company intends to continue to 
nake full provision for any further losses 
‘ncurred by this unconsolidated subsid- 
ary. 

The liability for the advances of $904,- 
1180 has not been reduced in the ac- 


709,195 


941,343 588,414 352,929 


INTERNATIONAL SYSTCOMS LIMITED AND SUBSIDIARIES 


counts of the subsidiary. The repayment 
of these advances is subordinated to 
the subsidiary’s bank indebtedness of 
$472,483 which has been guaranteed by 
the company. The liability which may 
arise under this guarantee has been 
taken into account in the calculation of 
the provision of $551,252 stated above. 


5. Capital stock 


(a) During the year the company 
issued 808,500 common shares for $404,- 
250 cash. 


(b) Of the unissued common shares, 
207,538 are reserved as follows: 

(i) Employee’s stock option plan — 
153,250 shares as follows: 


Number of Price 
shares per share Expire date 
10,250 $0.50 May 1, 1972 
6,000 0.50 September 1, 1972 
6,000 0.75 January 1, 1973 
5,000 0.75 April 1, 1973 
96,000 0.50 May 1, 1975 
30,000 0.50 September 1, 1975 
153,250 


(ii) Share purchase warrants—54,288 
shares as follows: 


Number of 
shares Price Expiry date 
34,288 $10.00 June 30, 1971 
12.50 June 30, 1972 
20,000 1.00 January 26, 1972 
1.15 January 26, 1973 
oa 1.30 January 26, 1974 
54,288 


The share purchase warrants expiring 
June 30, 1971 were not exercised. 
6. Statutory information 


(a) Remuneration of directors and 
officers: 


1971 1970 
$ $ 

(i) Nine directors 

(1970 — nine) 

as directors ...... Nil Nil 
(ii) Seven officers 

(1970 — seven) 

as Officers ........ 132,188 112,208 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS for the year ended April 30, 1971 
en SE 


Four officers were also directors of 
the company. 


(b) Depreciation and amortization of 
fixed assets amounted to $34,691 (1970 
— $33,096). 


(c) Interest on long-term debt amount- 
ed to $13,433 (1970 — $16,000). 


7. Tax loss carry-forward position 


The company and its ~ consolidated 
subsidiaries have approximate losses for 
tax purposes available for application 
against future years’ taxable income as 
follows: 


Amount Available to 
77,100 1972 
30,100 1973 

1,580,400 1974 

518,400 1975 
158,700 1976 


$2,364,700 


8. Commitments and contingencies 

(a) As stated in note 4, the company 
has guaranteed the bank indebtedness of 
R. H. Nichols Co. Limited which amount- 
ed to $472,483 as at April 30, 1971. In 
addition, the company has guaranteed 
other indebtedness of the unconsolidated 
subsidiary amounting to $140,000, includ- 
ing $100,000 payable to certain share- 
holders of International Systcoms Limited. 


(b) Jointly and severally with Ferri- 
tronics Limited, the company has guaran- 
teed the indebtedness of the owner of the 
premises occupied by that company to a 
limit of $25,000. 


(c) Annual rentals under long-term 
leases amount to approximately $52,000 
to 1974 and $33,500 thereafter to 1975. 


(d) The company is committed to pur- 
chase $50,000 of parts annually from a 
former subsidiary company for a period 
of five years which commenced January 
1, 1970. 


R. H. NICHOLS CO. LIMITED 


R. H. NICHOLS CO. LIMITED 
BALANCE SHEET AS AT APRIL 30, 1971 


ASSETS 


Current assets 


Accounts ‘receivable (notes 2 and)3) 0.0: oct7e.. Sccniret te nom ene eee eee ee 
Accounts receivable from affiliated companies (notes 2 And 3) 0.0.0.0... cece cece teens 
Inventories — at the lower of cost or net realizable value (notes 2 and 4) 0... 


ed k=1 6): 1 (0 I=). ¢ 01~) 0 1-1 ~~ an ee BEE cn a ch yea Her tticidesanondds outinoh xine crcacasel eadheslovnddibaanaue 


Non-interest bearing loan receivable from affiliated Company ......0..0..o... ooo cece eeeeeeeeereeee 


Fixed assets 
Machinery and equipment. —. at: Cost (5.20. ca5 oie. teneseeees oe ee te ares ane ge em 


Accumulated: depreciation ...0.202..520..ccwrsp aun wok caste tr eet ee oe ec Ty 


Leasehold improvements — at cost less amortization 
(1971, — $13,857" 1970; — $12,029) 2 ee eee epee ee 


Deferred royalty agreement costs — 


less- amortization Of S1j;467: 25 ce. pc es Ae ea ee eee ee ee 


SIGNED ON BEHALF OF THE BOARD 
J. H. BALDWIN, Director 


F. V. REGAN, Director 


1971 


511,059 
31,078 
443,229 


23,525 
1,008,891 


168,722 


139,019 


29,703 


5,157 


34,860 


20,533 


1,064,284 


1970 
$ 


1,829 
394,713 
80,770 
460,809 


4,829 
942,950 


14,000 


160,392 


131,594 


28,798 


2,143 
30,941 


987,891 


LIABILITIES 


1971 1970 
Current liabilities $ $ 
SHE TN Ea METIS TAS CY TOUT 2 Pl fg 6) (sd in a a a Ct CANE RT Tae 472,483 465,211 
RBESOUNisspavanieranG accrued MabilitiGSy.., «:sc-s si....s. erie sscdcs esos ebsyi acetate eee 459,406 427,831 
Ome Oem VAD GEOUGUNO 1.17 (MOLG TD). o)...c2 Sisco cccoateocecicoesetdeeskdesceab nivel oetinloskine ee uulp be sloses det 100,000 — 
eC OunmneVaDlOmOrGarant COMPANY... cede cts scodend snsuleacccscatscsar ulastfouesdobtvtesiue dateee det tone 51,548 85,668 
Pree CMEIA VIMO RII SBONN COM ACIS or si, oo onalists cde nose ests scceden te tancs elec Lene io eee 12,245 82,044 
BrovuinOnmatomeainnioreionzor-a Nigerian Contract ...-. 3.0.5... sic ccc uss bsuutes lib nines 28,000 65,000 
1,123,682 1,125,754 
MOVABCOrEONmpaLent COMmpany (MOTE: 2) 08 ce vics. dav coca vests sca lace gente Nee eke ae BA sists ants eee at acd SR 904,180 735,750 
2,027,862 1,861,504 
DEFICIT LESS CAPITAL STOCK 
Se AN STENT ee EF reno ee PLL Stel aay Oe gat oe CdS batch nate Reman oe Sarak Reames wim seen eee (2,007,896) (2,053,931) 
Capital stock (note 6) 
Authorized — , 
6,836 6% non-cumulative (except as described in 
note 6), non-voting, first preference 
shares of the par value of $50 each, redeemable at par 
12,640 participating second preference shares of the 
par value of $50 each, redeemable at par 
50,000 common shares of no par value 
Issued and fully paid — 
PIO SOMEIFEU TO LEIGl ENCE SIAL OS. ocx cn cnie.c atte crets Pa Se Spi vers ane shania ccniege Wee avec as aati ame es 341,800 341,800 
POS AMESOCOMG: DIGOLOMCE .SNALCS ia. os1c cic csegreciibrs cacinged a clagensyoeategetnsnenie ela Ongiha whiceh, (eaemeetn seas 519,650 587,650 
(SRE: (evelnatamolps late ick occa, alee Si ee ietetice ene Oe imretemnnen refers oeceperens ees PORE yi oes ie Rho 178,983 178,983 
RCHIMEE LENCE CA GUST PONG Moc 8 a fe oe ees Dates hae <sevunean eae Hyson i naape ese oa cee neatogad fe Yok: muaheRt ath lg eOeNTIsag 3,478 3,478 
Reserve for redemption of second preference shares (note 6) 2.0. es 407 68,407 
1,044,318 . 1,180,318 
(963,578) (873,613) 
1,064,284 987,891 
AUDITORS’ REPORT TO THE SHAREHOLDERS Soieeior 


i i imi i i ici tion of second preferenc 
mined the balance sheet of R. H. Nichols Co. Limited as at April 30, 1971 and the statements of earnings, deficit, reserve for redemp 

shares Mearecutes an use of working capital for the year then ended. Our examination included a general review of the accounting procedures and such tests of accounting record 
and other supporting evidence as we considered necessary in the circumstances. ‘ 


ae : : ; j j iti i its operations and the source and use of it 
financial statements present fairly the financial position of the Company as at April 30, 1971 and the results of i : 
Beer erecplial iar the year then ended, in aed adahce with generally accepted accounting principles which, except for the change in the method of accounting for contract sale 


described in note 1, have been applied on a basis consistent with that of the preceding year. Sy Meee i ae 


CHARTERED ACCOUNTANTS 


R. H. NICHOLS CO. LIMITED 


STATEMENT OF DEFICIT for the year ended April 30, 1971 


1971 1970 
Balance — beginning of year $ $ 
As previously reported <...3.0053, ese ein oh ce 2g Rg ee He oe (2,053,931) (1,622,849) 
Reduction arising from change in method of accounting 
for contract’ sales, (note 1) ia.c55.. sec feces eee ee ere een 6,221 
As restated §oioc.keccck sR cock Ssbece Sei eouticaaleon Sopot Pe eae 2 oe eR Oa (2,047,710) (1,622,849) 
Transfer from reserve for redemption 
of second preference shares (Mote:G) i .i.c5.., ccm eeaeitenate as ae Core ene eee ree eee 68,000 
(1,979,710) (1,622,849) 
Net loss*for.the* years ic tn awe ee vicki vibseullion eRe Soe dead lace RUNG tae ne (28,186) (431,082) 
Balance — end Of year ace lic secs iac like cli bcc eis ees AP On aa go (2,007,896) (2,053,931) 
STATEMENT OF RESERVE FOR REDEMPTION OF SECOND PREFERENCE SHARES 
for the year ended April 30, 1971 
1971 1970 
$ $ 
Balance — beginning. of year oc... cic cco ree te a ee ee 68,407 68,407 
Transfer to’ deficit: (note: 6)... cijgnlc cee ese ee ere (68,000) 
Balance — end of year .o)...005 ci os ee le ee er 407 68,407 
STATEMENT OF EARNINGS for the year ended April 30, 1971 
1971 1970 
$ $ 
SAMOS onic ses cehi par ceucons dovvaseductet he S0peay civase 00e clog Ase See te gE SE ee Ra 2,935,864 2,760,389 
Cost Of Sales ooo. coche ish vscss seep smesyivsiy coupon O28 Re Aa gin ate Oe 2,317,471 2,626,688 
GrOSS Protit. oii. ccsesi secs rccRe Tet, «ab Boat oues da cta lel A Re ote ai 618,393 133,701 
Selling and administrative expenses. |... 2)..0055.0. ce ee 621,881 547,591 
Loss before: extraordinary’ ltom: #.5)5 0.x She ee ee (3,488) (413,890) 
Extraordinary item 
Expenses of and provision for completion of a Nigerian Contract ...........ccccccccccecccceceecsseveerseeveeeeeee (24,698) (17,192) 
Net loss for the year (notes’ 7 and. 8).5. cece ec eee (28,186) (431,082) 
Loss per share (based on the number of outstanding common and second preference shares) 
Loss ‘before. extraordinary Items .iics.ca cence wer teet atc a eee ere ee cee ee te (.22) (24.14) 
Extraordinarys item .jcicc.ccistcaicc Serta ctnd Sere eeeate Meetitee ceo eee ees nen (159) (1.00) 
Net loss’ for the: year’ tx icin..cecsticcesa x socal ee raetne ae a en te mettreenF oe (1.77) (25.14) 


ST 


R. H. NICHOLS CO. LIMITED 


STATEMENT OF SOURCE AND USE OF WORKING CAPITAL for the year ended April 30, 1971 


1971 1970 
Source of working capital $ $ 
povancesaromntermational Systcoms Limited 44.0650 soteeccn sok et on A. 168,430 448,750 
Repayment (advance) of non-interest bearing 
LOA ORAM Tea TO CLC OIMDANY osm g cee hes Rikon act ioece act Reus ties ck Soe ee oe 14,000 (14,000) 
182,430 434,750 


Use of working capital 
INGE LOGE, WOR VG VIER 8 sce: ea een ARO cn ae OE Bee hy OO 28,186 431,082 


Items not affecting working capital — 


BenreciauonsaneuamOrizallOle vaca miissis.0 ste ie dhe oh cha ae eee ee 9,253 10,095 
Amount written off deferred new product development Costs 0.0.0... ccceeceeeeeeeee 46,458 
Amortization of deferred royalty agreement COSTS ooo... cceccccececcecescceeveseteeevesevsseees 1,467 
Reduction of deficit arising from change in method of 
; ACOOUMUMG RM OnaCOnika CLES al CS eieeg tere a reciente na eile crak enn ce ea eR 6,221 
16,941 56,553 
EUG OM ORC Oka OMSrenyy rms merce fone teenie Sets AN ONT A ears wn wane apts ane merheehmeen mee aan 11,245 374,529 
Redemption of second preference SIAL OG re meee ae eth Gehl) cach sce va 9 eC ARE rane Caer eee ee 68,000 
RurchaScegiaixecraSSetS ieee srt tes e Het ow ae eS See Baise iucni gens saci eanua emia tte bias oe eae 13,172 1,725 
Bletetedmoy ally agieementicosts =a) lh tee be wave osteo ven). a ee aol oun 22,000 
114,417 376,254 
BEYGCE CAS MITE WONT CALI LA gree et eee cd Rg ass nade cago re ct nd ngage dln Gee nowtoaettia So nda eeu haae Lene Maes 68,013 58,496 
Working capital deficiency — beginning Of year cee (182,804) (241,300) 
Working capital deficiency — end of year 2.0.0.0... ee eee otter tete srt e tect better nets (114,791) (182,804) 


R. H. NICHOLS CO. LIMITED 


NOTES TO FINANCIAL STATEMENTS for the year ended April 30, 1971 


1. Change in method of accounting 
for contract sales 


As of May 1, 1970 the company 
changed from the completed contract to 
the percentage of completion method of 
recognizing revenue and costs on those 
contracts for which it is entitled to submit 
progress billings. The balance of the 
deficit account has been adjusted to 
record the excess of progress billings of 
$64,560 over related costs of $58,339 of 
such contracts in progress as at May 1, 
1970. This change in method has resulted 
in the net loss for the year ended April 
30, 1971 being reduced by $8,565. There 
is no income tax effect of this change as 
a result of available losses for tax pur- 
poses. 


2. Security for bank advances 


The bank advances are secured by a 
pledge of book debts and inventories and 
a floating charge debenture of $400,000. 
The bank advances are guaranteed by 
the parent company, International Syst- 
coms Limited, and by a shareholder up to 
$125,000. The parent company has also 
subordinated repayment of its advances 
in favour of the bank. 


3. Accounts receivable and Accounts 
receivable from affiliated companies 


| (a) Holdbacks in the amount of 
$41,691 (1970 — $96,374) are included in 
accounts receivable. 


| (b) International Systcoms Limited, 
the parent company, has guaranteed the 
company’s receivables from affiliated 
companies. 


4. Inventories 
Inventories are classified as follows: 


1971 1970 
$ $ 
Finished goods .......... 127,731) 98/554 
Work in process ........ 117,209 163,908 
Raw materials ............ 198,289 198,347 


443,229 


460,809 


5. 10% notes payable 


The parent company, International 
Systcoms Limited, has guaranteed pay- 
ment of these notes, which are payable 
to certain shareholders of the parent 
company. 


6. Capital stock 


The holders of the first preference 
shares are entitled to receive fixed pref- 
erential non-cumulative cash dividends at 


the rate of 6% per annum (called the 


fixed dividends). They are also entitled 
to receive with respect to each fiscal 
year of the company preferential cumula- 
tive cash dividends equal to the lesser of: 


(i) 15% of the net earnings of the 
company for such fiscal year; or 


(ii) 6% of the amount paid up on the 
first preference shares then outstanding; 
less any fixed dividends previously de- 
clared and paid on such shares with 
respect to such fiscal year. There are 
preferential cumulative cash dividends 
in arrears amounting to $5,382, being 
15% of the net earnings of the company 
for the year ended April 30, 1968. 

The first preference shares may be 
redeemed at their par value or purchased 
for cancellation at a price not exceeding 
their par value plus unpaid cumulative 
dividends; provided always that the com- 
pany shall not redeem or purchase for 
cancellation any first preference shares 
so long as any second preference shares 
are issued and outstanding. 

No dividend shall at any time be de- 
clared payable on the second preference 
shares or the common shares, unless at 
the same time a dividend in the same 
amount per share is declared payable on 
the common shares or second preference 
shares as the case may be and the hold- 
ers of first preference shares consent in 
writing. 

The second preference shares may be 
redeemed at their par value or purchased 
for cancellation at a price not exceeding 
their par value. 

So long as any of the second pref- 
erence shares are outstanding, the com- 


pany shall on or before April 30 in each 
year set aside in a special account on its. 
books an amount equal to 25% of the 
net earnings of the company for its last 
preceding fiscal year, which amount shall 
be applied as soon as practicable for the 
redemption of second preference shares 
provided that the company shall not be 
required to so apply an amount less than 
$50,000. 
On May 8, 1970, the trustee advised 
holders of the second preference shares 
that 1,360 shares with a par value of 
$68,000 would be redeemed on June 15, 
1970. The company forwarded funds to 
the trustee sufficient to effect the redemp- 
tion and consequently $68,000 has been 
transferred from the reserve for redemp- 
tion of second preference shares to the 
deficit account as at April 30, 1971. 


7. Statutory information 


(a) Remuneration of directors and 
senior officers, as defined by the Busi- 
ness Corporations Act, 1970 amounted t 
$90,796 (1970 — $69,459). ; 


(b) Depreciation and amortization of 
fixed assets amounted to $9,253 (1970 — 
$10,095). 


(c) Amortization of deferred royalty 
agreement costs amounted to $1,467 
(1970 — Nil). 


8. Tax loss carry-forward position 


The company has losses for tax pur- 
poses available for application against 
future years’ taxable income as follows: 


Amount Available to 
634,833 1974 "* 
433,699 1975 
61,765 1976 
$1,130,297 


9. Commitments 


The company is obligated under a 
lease for its premises to pay $20,600 per 
annum to January 7, 1974. 
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